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(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

gOga 0 08a0&a0kgkll

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).




McMiLLAN, PATE & COMPANY, L.L.P.
CERTIFIED PUBLIC ACCOUNTANTS
615 OBERLIN ROAD, SUITE 200

J. MicaH PaTE, LI RALEIGH, NORTH CAROLINA 27605 TELEPHONE (918) 836-9200
ANGELA W. BANASK FACSIMILE (219) B36-9288
THOMAS M. DOHERTY

BRIAN T. BENNETT

JamMeEs L. MCMILLAN, JR.

Independent Auditors' Report on Internal Control
Required by SEC Rule 17a-5
for a Broker-Dealer Claiming an Exemption From SEC Rule 15¢3-3

Members of
Triangle Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedule of
Triangle Securities, LLC (the Company) as of and for the year ended December 31, 2006, in
accordance with auditing standards generally accepted in the United States of America, we
considered the Company's internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the abjectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control deficiency,
or combination of control deficiencies, that adversely affects the entity's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with accounting
principles generally accepted in the United States of America such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal contro! and
control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures were adequate at December 31, 2006, to
meet the SEC's objectives. '

This report is intended solely for the information and use of the Members, management, the
SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

Tﬂc?ﬂl'gé , ’f’qic, { A’Imr‘*uy,} L. 4. f-

February 20, 2007
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Independent Auditors' Report

Members of
Triangle Securities, LLC

We have audited the accompanying statement of financial condition of Triangle Securities, LLC
as of December 31, 2006 and the related statements of income, changes in members’ equity
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Triangle Securities, LLC as of December 31, 2008, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental information contained on page 12 is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financia!l statements taken as a whole.

'rﬂcmf, e & W, (L4 f

February 20, 2007



TRIANGLE SECURITIES, LLC
Statement of Financial Condition
December 31, 2006

Assets
Cash and cash equivalents $ 109,217
Restricted cash 50,000
Receivable from clearing organization 42,148
Commissions receivable 25978
Employee advances 1,340
Investment securities 237,302
Accrued interest 3,291
Prepaid expenses 46,901
Property and equipment (net of accumulated depreciation
and amortization of $199,260) 107,276
Customer list 1,221,800
$ 1,845,253
Liabilities and Members' Equity
Accounts payable $ 29,398
Accrued salaries and benefits 126,368
Commissions payable 46,622
Long-term note payable 29,129
Total liabilities 231,517
Members' equity:
Member units, 2,575 units outstanding 1,613,736
Total members' equity 1,613,736
$ 1,845253

The accompanying notes are an integral
part of the financial statements.
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TRIANGLE SECURITIES, LLC
Statement of Income
For the Year Ended December 31, 2006

Revenues:
Commission income
Investment advisory fees
Other

Expenses:
Compensation and related benefits
Commission expense
Clearing and execution charges
Occupancy and equipment rental
Communications
Consulting fees
Other operating expenses

Operating income

QOther income (expense).
Interest income
Dividend income

Net realized/unrealized gains (losses) on investment securities
Interest expense

Net income

The accompanying notes are an integral
part of the financial statements.
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$

$

744,437
2,408,329
178,606
3,331,372

1,459,801
442,737
130,195
213,634
97,667
81,660
310,414

2,736,108

595,264

13,138
5,485
(9,490)

(2,942)
6,191

601,455




TRIANGLE SECURITIES, LLC
Statement of Changes in Members' Equity
For the Year Ended December 31, 2008

Balance at December 31, 2005
Redemption of membership interests

Members' draws

Net income

Balance at December 31, 2006

Total
Member Syndication Members' Members'
Units Costs Equity Equity
26375 § (11,107) $ 1,881,651 $ 1,870,544
(62.5) - (125,000) {125,000}
- - (733,283) (733,263)
- - 601,455 601,455
2575 % (11,107)$ 1624843 $ 1,613,736

The accompanying notes are an integral
part of the financial statements.
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TRIANGLE SECURITIES, LLC
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash flows from operating activities

Net income $ 601,455
Adjustments to reconcile net income to net cash
provided by operating activities:
Net realized and unrealized (gains) and losses
on investment securities 9490
Charitable contributions of stock 34,020
Depreciation and amortization 53,646
(Increase) decrease in assets:
Receivable from clearing organization 2,853
Commissions receivable (13,225)
Employee advances 131
Accrued interest 57
Prepaid expenses (12,269)
Increase (decrease) in liabilities:
Accounts payable (16,774)
Accrued salaries and benefits 33,405
Commissions payable 31,225
Net cash provided by operating activities 724,014
Cash flows from investing activities:
Proceeds from sales of investment securities 55,000
Purchase of investment securities (75,132)
Payments received on note receivable from member 35,000
Advances on note receivable from member (160,669)
Capital expenditures (12,992)
Net cash used in investing activities (158,793)
Cash ftows from financing activities:
Principal payments on long-term obligations (12,459)
Members' draws (532,959)
Net cash used in financing activities (545,418)
Net increase in cash 19,803
Cash and cash equivalents at beginning of year 89,414
Cash and cash equivalents at end of year 3 109,217
Supplemental disclosure of cash payments for:
Interest $ 2,942

Supplemental disclosure of non-cash investing and financing activities:

During 2006, the Company redeemed $125,000 of membership units and the member note
receivable was repaid in the amount of $200,304 through recognition of non-cash member

draws.

The accompanying notes are an integral
part of the financial statements.
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TRIANGLE SECURITIES, LLC
Notes to Financial Statements
December 31, 2006

ORGANIZATION AND NATURE OF BUSINESS

Triangle Securities, LLC (the Company) is a limited liability company formed in the state of North
Carolina on February 4, 2000 and will terminate on December 31, 2025. The Company is registered
as a broker-dealer with the Securities and Exchange Commission (SEC) and is a member of the
National Association of Securities Dealers (NASD). The Company’s equity securities are cleared
through a clearing broker-dealer. The clearing broker-dealer, on behalf of the Company and for a
fee, conducts and confirms security trades, handles security movements and maintains the
customers’ security accounts. The Company does not maintain customers’ security accounts nor
does it perform custodial functions related to customer securities. The Company receives
commissions associated with the sale and purchase of securities. In addition to the foregoing, most
of the Company's revenues is derived from investment advisory fees and the sale of insurance and
annuity contracts.

SIGNIFICANT ACCOUNTING POLICIES

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all investments with an original
maturity of three months or less to be cash equivalents.

Receivable from Clearing Organization

The Company clears customer transactions through another broker-dealer on a fully disclosed
basis. Commissions owed the Company from a clearing broker have been recorded as receivable
from clearing organization.

Investment Securities

The Company's securities are bought and held principally for the purpose of selling them in the near
term and are classified as trading securities. Trading securities are recorded at fair value on the
statement of financial condition, with the change in fair value during the period included in
operations. Securities not readily marketable are valued at fair value as determined by management.

Property and Equipment

Property and equipment are stated at cost. Depreciation is provided using double declining balance
and straight-line methods over the estimated useful lives of the related assets, which are as follows:

Description Estimated Useful Life
Furniture 7 years
Equipment 5-7 vyears
Vehicle 5 years
Leasehold Improvements 39 years
Software 3 vyears

Expenditures for repairs and maintenance are charged to expense as incurred. The costs of major
renewals and betterments are capitalized. The cost and related accumulated depreciation of
property and equipment are removed from the accounts upon retirement or other disposition and
any resulting gain or loss is reflected in operations for the period.




TRIANGLE SECURITIES, LLC
Notes to Financial Statements
December 31, 2006

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Customer List

Intangible assets are reviewed annually for potential impairment. Whenever events or circumstances
indicate that carrying amounts may not be recoverable an impairment loss is recognized. During
2006, the Company determined that, based on estimated future cash flows, the carrying amount of
the customer list did not exceed its fair value. Accordingly, no impairment loss has been recognized
during 2006.

Revenue Recognition

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur. Investment advisory fees are received quarterly, but are recognized as earned
on a pro rata basis over the term of the contract.

Advertising Expense

Advertising costs are expensed as incurred and totaled $15,696 for 2006.

Income Taxes

Effective January 1, 2006, the Company has elected to be treated as an S Corporation for income
tax purposes. Therefore, the Company’s income and expenses are included in the individual income
tax returns of the Company's members. Accordingly, the financial statements do not reflect a
provision for income taxes.

Concentrations of credit risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist
primarily of cash and cash equivalents. Cash equivalents totaling $78,274 at December 31, 2006
consist of short-term investments in money market funds maintained with financial institutions and
not insured by the Federal Deposit Insurance Corporation (FDIC).

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
habilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Reclassification

Previously reported members’ equity has been reduced by $11,107 due to the rectassification of
syndication costs from other assets to members’ equity.




TRIANGLE SECURITIES, LLC
Notes to Financial Statements
December 31, 2006

RECEIVABLE FROM CLEARING ORGANIZATIONS

Amounts receivable from clearing organization at December 31, 2006, consist of commissions
totaling $42,148.

INVESTMENT SECURITIES

Investment securities consist of the following at December 31, 2006

Net Unrealized Estimated
Gains (Losses) Fair Value
Municipal bond securities $ (5,356) $ 170915
Equity securities 18,036 66,387
$ __12,680 $ _237.302

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31, 2006:

Equipment $ 128,058
Furniture 83,558
Vehicle 68,632
Leasehold Improvements 8,474
Software 11,614
Improvements-in-progress 6,200
306,536

Less accumulated depreciation
and amortization 199,260
Net $ _107.276

Depreciation and amortization expense for 2006 was $53,646.

LONG-TERM NOTE PAYABLE

The long-term note payable totaling $29,129 at December 31, 2006 consists of a 4.79% note
payable to a financial institution in monthly installments of $1,182 including interest through March
2009. This note is collateralized by a vehicle with a net book value of $19,766 at December 31,
2006.

Future maturities of long-term debt at December 31, 2006 are as follows:

2007 $ 13,070
2008 13,710
2009 2,349

$ 29129



TRIANGLE SECURITIES, LLC
Notes to Financial Statements
December 31, 2006

COMMITMENTS AND CONTINGENCIES

Clearing Agreement

On August 1, 2000 the Company entered into an agreement with another broker-dealer (Clearing
broker-dealer) whereby the Company forwards (introduces) customer securities transactions to the
Clearing broker-dealer, fully disclosing the customer name and other information. The processing
and, if applicable, any financing pertaining to the introduced securities transactions is performed by
the Clearing broker-dealer. The customer account is therefore maintained and recorded in the books
and records of the Clearing broker-dealer on the Company’s behalf. In consideration for introducing
customers to the Clearing broker-dealer, the Company receives commissions and other
consideration, less the processing and other charges of the Clearing broker-dealer.

As part of the terms of the agreement between the Company and the Clearing broker-dealer, the
Company is held responsible for any losses arising when the customers introduced by the Company
to the Clearing broker-dealer fail to meet their contractual commitments pertaining to the purchase,
sale and possible financing of securities transactions. The Company may therefore be exposed to
off-balance-sheet risk in the event the customer is unable to fulfill its contracted obligations and itis
necessary for the Clearing broker-dealer to purchase or sell the securities at a loss. The Company’s
exposure to risk would consist of the amount of the loss realized and any additional expenses
incurred pertaining to the transaction or other customer activity.

The initial term of the clearing agreement is three years and is automatically renewed for additional
one-year terms unless notification of termination by either party occurs. Under terms of the
agreement the company is required to maintain net capital, computed in accordance with SEC Rule
15¢3-1, of at least $75,000 in excess of the minimum amount required by SEC Rule 15¢-3-1. Also
under the clearing agreement the Company is required to maintain a $50,000 cash deposit with the
Clearing broker-dealer. This cash deposit is included in restricted cash on the statement of financial
condition as it is maintained in a money market account by the Clearing broker-dealer and titled to
the Company. The Company is in the process of renegotiating this clearing agreement with the
Clearing broker-dealer. Management believes that the renegotiated agreement will not have a
negative impact on the Company'’s financial position.

Marketing Agreements

On January 1, 2005, the Company amended and restated a joint marketing agreement held with a
former member of the Company. The former member will refer clients to the Company for asset
management services for a five-year period. Pursuant to the terms of the agreement, the Company
has agreed to pay the entity the greater of (a) an annual fee of $12,500 or (b) 25% of aggregate
investment commissions or investment advisory fees received by the Company during the annual
period beginning January 1 and ending December 31 from current customers referred by the entity.
The fee is payable in quarterly installments. Either party may terminate the agreement after January
1, 2007 upon 90 days advance written notice to the other party.

The Company also has marketing agreements with two financial institutions dated November 3,
2003 and September 26, 2006. Pursuant to the terms of these agreements, the Company has
agreed to pay these financial institutions 25% of aggregate investment commissions or investment
advisory fees received by the Company during the annual period beginning January 1 and ending
December 31 from current customers referred by the financial institutions. The fee is payable within
30 days after the end of the calendar quarter during which the investment commission or investment
advisory fee is received by the Company. Either party may terminate the agreements upon 90 days
advance written notice to the other party.




TRIANGLE SECURITIES, LLC
Notes to Financial Staterments
December 31, 2006

MEMBERS' EQUITY

On December 31, 2005, the Company adopted the Fourth Amended and Restated Operating
Agreement. This agreement supersedes any and all prior agreements or dealings between parties.

Effective with this restatement, a new member was admitted to the Company and all outstanding
classes of membership units were converted to one class. As of December 31, 2006, total
outstanding units were 2,575.

A member of the Company may sell, pledge, assign or otherwise transfer any part or all of such
member’s units to another person only upon obtaining the prior written consent of a majority in
interest of the members.

Upon the death of any individual member, the member’s units may be transferred to the member's
estate, and the estate may thereafter transfer such units to the spouse, lineal descendants, or
ancestors of the member, or any trust(s) for the benefit thereof.

Membership Interest Redemption

Pursuant to the Operating Agreement, effective December 31, 2006, a member elected to sell
certain units held to the Company. In total, 62.5 units were redeemed at $2,000 per unit or $125,000.

LEASES

The Company leases their facilities from an entity affiliated by common ownership. The lease is
classified as an operating lease and provides for minimum annual rentals of $120,000 commencing
June 1, 2003 and ending May 31, 2008. During 2006, the Company paid $120,000 in rent to this
affiliated entity. The Company also paid all property taxes and insurance on this facility in
accordance with the lease. These costs are included in the occupancy and equipment rental line
item on the Statement of Income.

The Company also leases office equipment under a non-cancelable lease expiring in October 2010.
Total office equipment rent expense for 2006 was $4,494 and is included in the occupancy and
equipment rental line item on the Statement of Income.

Minimum future rental payments for all operating leases having remaining terms in excess of one
year as of December 31, 2006 are:

Year Ended
December 31 Amount
2007 $ 124,200
2008 54,200
2009 4,200
2010 3,150
Total $ _185.750
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TRIANGLE SECURITIES, LLC
Notes to Financial Statements
December 31, 2006

RELATED PARTY TRANSACTION

The Company’s members are related to the owner of a marketing consulting firm that provided
services to the Company during 2006. The Company paid the marketing consulting firm $9,540
during 2006 for these services. The total amount due to this related party as of December 31, 2006
is $138.

RETIREMENT PLAN

The Company has a qualified deferred compensation plan in the form of a profit sharing plan with a
section 401(k) provision. The Plan covers all employees of the Company who have completed one
year of eligible service and are at least twenty-one years of age. Eligible participants make
contributions to the plan through voluntary contributions. The Company may elect to make
discretionary matching contributions under the Plan. No discretionary matching contributions were
made for the year ended December 31, 2006. The Plan also allows for discretionary profit sharing
contributions and required contributions to meet top-heavy minimum funding requirements. These
contributions totaled $80,191 for the year ended December 31, 2006.

SUBORDINATE LIABILITIES

The Company had no existing subordinated liabilities during 2006. Therefore, the “Statement of
Changes in Liabilities Subordinated to Claims of General Creditors™ is not required.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31,
2006 the Company had net capital of $185,460, which was $135,460 in excess of its required net
capital of $50,000. The Company’s net capital ratio was 1.2to 1.

The Company qualifies under the exemption provisions of Rule 15¢3-3, paragraph (k)(2)(i), as the
Company does not carry security accounts for customers or perform custodial functions relating to
customer securities. Under this exemption, the Company is not required to maintain a reserve
account for the benefit of customers. As such, the schedules entited “Computation for
Determination of Reserve Requirements Under Rule 15¢3-3 of the Securities and Exchange
Commission” and “Information Relating to Possession or Control Requirements Under Rule 15¢3-3
of the Securities and Exchange Commission” are not applicable.

SUBSEQUENT EVENT

On January 30, 2007, the Company executed a contract with an entity to provide landscaping
installation services for their premises. The total amount of the contractis $17,924 and is expected
to be complete during 2007.
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TRIANGLE SECURITIES, LLC

Computation of Net Capital and Aggregate Indebtedness Under Rule 15¢3-1

of the Securities and Exchange Commission

As of December 31, 2006

Computation of net capital:
Total members' equity
Deductions:

Non-allowable assets
Haircuts on securities
Net capital

Aggregate indebtedness
ltems included in statement of financial condition:
Accounts payable
Accrued salaries and benefits
Commissions payable
Long-term note payable
Total aggregate indebtedness

Computation of Basic Net Capital Requirement
Minimum net capital requirement (6 2/3% of
total aggregate indebtedness)

Minimum dollar net capital requirement
Net capital requirement
Excess net capital

Excess net capital at 1000% (net capital
less 10% of aggregate indebtedness)

Ratio of aggregate indebtedness to net capital

Reconciliation with Company's computation (included in part
Il of Form X-17A-5 as of December 31, 2006)
Net capital, as reported in Company's
Part Il (unaudited) FOCUS Report
Audit adjustments:
Adjust cash for bank error
Additional accounts payable and accrued liabilities
Other
Net change in haircut previously reported due
to audit adjustments
Net capital per above

12

END

$

1,613,736

1,403,476

24,800
185,460

29,398
126,368
46,622

28,129
231,517

15,442
50,000
50,000

135,460

162,308

1.2

248,675

(5,354)
(57,695)
747

(813)
185,460




